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1. BELOW IS TEXT OF MEMORANDUM OF CONSULTATIONS ON 
SCHEDULED AIR SERVICES WHICH WAS SIGNED FEB 23, 1976: 

DELEGATIONS REPRESENTING THE GOVERNMENT OF THE UNITED 
STATES AND THE GOVERNMENT OF THE ITALIAN REPUBLIC MET IN 
WASHINGTON, D. C. FEBRUARY 17-23, 1976 AT THE REQUEST OF 
THE ITALIAN GOVERNMENT IN ACCORDANCE WITH THE TERMS OF 
ARTICLE 1 1 OF THE AIR TRANSPORT AGREEMENT DATED JUNE 22, 

1970 FOR A GENERAL REVIEW OF THE EXISTING AGREEMENT BETWEEN 
ITALY AND THE UNITED STATES. 

DURING THE NEGOTIATIONS, THE FOLLOWING POINTS WERE SUBMITTED 
BY THE ITALIAN DELEGATION FOR THE CONSIDERATION OE THE 
UNITED STATES DELEGATION: 

(1) AMENDMENT OE ARTICLE 3 OE THE AIR TRANSPORT AGREEMENT 
CONCERNING DESIGNATION OF AIRLINES: ON THIS MATTER THE 
ITALIAN DELEGATION SUBMITTED A NEW TEXT OF SAID ARTICLE 
(ITALIAN DOCUMENT 1 - 1976) PROPOSING THE DESIGNATION OF 
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ONE SINGLE CARRIER BY EACH CONTRACTING PARTY. 
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(2) AMENDMENT OF ARTICLE 9 CONCERNING THE OFEER OF 
CAPACITY ON THE ROUTES OF THE AIR TRANSPORT AGREEMENT: 

THE ITALIAN DELEGATION SUBMITTED A NEW TEXT OE SAID 
ARTICLE (ITALIAN DOCUMENT 2 - 1976) WHICH SHOULD BE READ 
IN CONJUNCTION WITH ITALIAN DOCUMENT 3 - 1976) PROPOSING 
CONTROL OP THE CAPACITY TO BE OFPERED BY THE DESIGNATED 
AIRLINE OF EACH CONTRACTING PARTY PRIOR TO THE INTRODUC- 
TION OP SUCH CAPACITY IN ANY GIVEN PERIOD ON THE BASIS OP 
50/50 SHARING FOR EACH CONTRACTING PARTY. 

(3) AMENDMENT OF ARTICLE 10 CONCERNING REGULATION OP 
PARES AND RATES: THE ITALIAN DELEGATION SUBMITTED A NEW 
TEXT OF SAID ARTICLE (ITALIAN DOCUMENT 4 - 1976) PROPOSING 
A MORE COMPREHENSIVE PORMULATION OP THIS ARTICLE. 

(4) AMENDMENT TO THE ROUTE SCHEDULE ANNEXED TO THE AIR 
TRANSPORT AGREEMENT: THE ITALIAN DELEGATION SUBMITTED 
NEW ROUTE SCHEDULES FOR BOTH PARTIES (ITALIAN DOCUMENT 5 - 
1976) PROPOSING A REVISED EXCHANGE OP ROUTES AND TRAPPIC 
RIGHTS BETWEEN THE PARTIES. 

THE UNITED STATES DELEGATION STATED THAT THE UNITED STATES 
WAS OPPOSED TO A RESTRICTION IN THE AGREEMENT LIMITING 
EACH COUNTRY TO SINGLE DESIGNATION OP AIRLINES. IT NOTED 
THAT THE NUMBER OP US AIRLINES SERVING ITALY WOULD BE 
DECIDED IN THE PENDING TRANSATLANTIC ROUTE RENEWAL CASE. 
WITH REGARD TO THE ITALIAN PROPOSALS ON CAPACITY, THE 
UNITED STATES DELEGATION SAID THAT IT WAS OPPOSED TO SUCH 
RESTRICTIVE ARRANGEMENTS. IT OPPERED TO CONSIDER REVISIONS 
IN THE CURRENT MEMORANDUM OP CONSULTATIONS TO TAKE INTO 
ACCOUNT CAPACITY CHANGES IN MARKET DECLINE SITUATIONS 
ALONG THE SAME CONCEPTUAL LINES AS THE CURRENT PROCEDURES. 
THE UNITED STATES DELEGATION PROPOSED THAT THE PRESENT 
CAPACITY PROCEDURES NOT APPLY TO ALL-CARGO SERVICES 
BECAUSE OP THE SPECIAL CHARACTERISTICS OP CARGO DEMAND AND 
THE NORMAL TENDENCY OP AIRLINES TO ADJUST CAPACITY TO 
DEMAND. THE ITALIAN DELEGATION BELIEVED THAT IT WAS NOT 
ADVISABLE TO CHANGE THE EXISTING PROCEDURES ON THE PILING 
OP SCHEDULES SINCE THE GLOBAL EVALUATION OP CARGO CAPACITY 
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ON BOTH ALL-CARGO AND COMBINATION SERVICES IS POSSIBLE 
ONLY BY APPLYING THE PRESENT PROCEDURES ON THE PILING OP 
SCHEDULES. 

WITH REGARD TO ARTICLE 10, THE TWO DELEGATIONS AGREED IN 
PRINCIPLE TO THE DESIRABILITY OP MAKING CERTAIN CHANGES. 

THE UNITED STATES DELEGATION STATED THAT IT WAS PREPARED 
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TO RENEGOTIATE THE ROUTE SCHEDULE, BUT THAT IT WAS NOT IN 
A POSITION TO NEGOTIATE THE DETAILS UNTIL THE PENDING 

TRANSATLANTIC ROUTE RENEWAL CASE WAS DECIDED. 

DURING THE MEETING, AT THE REQUEST OE THE ITALIAN GOVERN- 
MENT THROUGH DIPLOMATIC CHANNELS, THE TWO DELEGATIONS ALSO 
EXAMINED THE COMBINATION CAPACITY PLANNED BY THE DESIG- 
NATED AIRLINES OE THE RESPECTIVE COUNTRIES EOR THE 1976 
SUMMER SEASON. THE TWO DELEGATIONS WERE UNABLE TO AGREE 
ON THE LEVEL OF SAID PROPOSED CAPACITY. 

THE TWO DELEGATIONS ALSO DISCUSSED THE SUBIECT OF CHANGE 
OE GAUGE OUTSIDE ITALIAN TERRITORY AND THE INTRODUCTION 
OE THE B-747-E AIRCRAFT ON ROUTES IN THE AGREEMENT. THE 
ITALIAN DELEGATION ASSERTED THAT BOTH CHANGE OE GAUGE OUT- 
SIDE ITALIAN TERRITORY AND THE USE OE B-747-F AIRCRAET ARE 
NOT PERMITTED UNDER THE PRESENT AIR TRANSPORT AGREEMENT. 
THE UNITED STATES DELEGATION STATED THAT THE UNITED STATES 
GOVERNMENT TOOK THE POSITION THAT THE AIR TRANSPORT AGREE- 
MENT COULD NOT BE INTERPRETED TO PROHIBIT CHANGE OE GAUGE 
OR USE OE ANY PARTICULAR TYPE OF AIRCRAFT, AND THAT ACTION 
BY ITALY ALONG THESE LINES WOULD HAVE TO BE REGARDED AS 
INCONSISTENT WITH THE AGREEMENT. IT URGED THE ITALIAN 
AUTHORITIES TO RECONSIDER THEIR POSITION. 

THE UNITED STATES DELEGATION NOTED THE FINDING OF THE US 
SECRETARY OE TRANSPORTATION WITH REGARD TO THE GROUND 
HANDLING SYSTEM AT ROME AIRPORTS. IT URGED THAT THE BASIS 
EOR THE EINDING BE REMOVED AND THAT THE AIRLINES BE GIVEN 
A EREEDOM OE CHOICE IN ARRANGING GROUND HANDLING SERVICES 
WHEN THE SERVICES OR CHARGES OE THE AIRPORT COMPANY WERE 
UNSATISFACTORY. 
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THE ITALIAN DELEGATION STATED THAT ITALIAN LAW 755 IS NOT 
MEANT TO BE DETRIMENTAL TO ANY AIRLINE INCLUDING US AIR- 
LINES, AND IS CONSISTENT WITH ARTICLE 15 OE THE CHICAGO 
CONVENTION AND WITH THE AIR TRANSPORT AGREEMENT. 

THE UNITED STATES DELEGATION RAISED AGAIN THE CONTROVER- 
SIAL QUESTION OE PAYMENT OE LANDING EEES AT ROME AIRPORTS 
AND EXPRESSED ITS EXPECTATION THAT THIS LONGSTANDING 
SITUATION WOULD SOON BE RESOLVED. 

THE ITALIAN DELEGATION NOTED THAT ITALIAN LAW DOES NOT 
EXEMPT ANY AIRLINE EROM PAYMENT OE SUCH EEES, AND ADDED 
THAT THE MATTER IS STILL UNDER CONSIDERATION IN THE 
COURTS. 
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THE ITALIAN DELEGATION REITERATED THE FUNDAMENTAL IMPOR- 
TANCE IT ATTACHES TO THE SOLUTION OF THE PROBLEMS SUB- 
MITTED DURING THIS NEGOTIATION AND REQUESTED THAT THE TWO 

DELEGATIONS MEET AGAIN BEFORE THE 3IST OF MAY, 1976. 

THE UNITED STATES DELEGATION TOOK NOTE OF THE ITALIAN 
REQUEST AND WILL RESPOND IN DUE COURSE. 

2. COPY OF MEMORANDUM OF CONSULTATION ON CHARTER SERVICES 
WHICH IS TO BE SIGNED ON FEBRUARY 24 BEING SENT UNDER 
SEPTEL TOGETHER WITH DETAILED REPORT ON OUTCOME OF TALKS. 
KISSINGER 
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